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Indonesia Buys C130s

Big Wins at the Asian Games
Bintang Beer Arrives in US

BI Raises Rates Again
Controversial Blasphemy Conviction

v Sports and the Confidence to Intervene
Commentary by Wayne Forrest

In another era the rupiah flirted with 15,000 triggering panic, violence, and eventually a 
change of government.  As the rupiah approachs the same level today, 20 years later, we 
are seeing anxiety, yes, but also confidence and unity.  We saw an example of this through 
sports.  Indonesia’s Hanifan Yudani Kusumah had just won gold in martial arts (pencak si-
lat) at this year’s Asian Games held in Jakarta. After his victory lap he ran to the VIP seats 
to embrace President Jokowi and his rival in next year’s election Prabowo (chairman of the 
Silat Association) in a group hug, in a gesture of unity. (see picture on page 3) For a sin-
gular moment Indonesia was united. “Jokowi and Prabowo are both great people. We are 
a nation, we should not be divided because of something unimportant,” Hanifan said later, 
referring to political tensions between the two leaders’ followers in recent years. Indonesia 
won twice as many gold medals (31) than was expected and the games were concluded 
without any major hitches and with a smaller impact on the national budget than antici-
pated.  Perhaps buoyed by the results President Jokowi announced Indonesia’s bid for the 
2032 Olympics.   But, in truth, the nation’s self-confidence has been growing independently 
of its sports accomplishments.  

The steps Indonesian leaders have taken in the last few months to slow the rupiah’s depre-
ciation demonstrate a rising belief of their ability to intervene.  This is not 1998 when the 
nation sought help from outside organizations such as the IMF. This is a new, resilient In-
donesia that believes it has the tools and experience to manage its way out of current and 
future crises. Some of the moves seem contradictory (i.e. pursuing free trade deals while 
closing some markets to foreign products) but would be well understood by many Indone-
sians for their paternalist as well as nationalist nature.  Among them are:

• Indonesia sent its Trade Minister to Washington to keep the spigot open for manufac-
tured exports (GSP benefits) to the US and to Australia to finalize a Comprehensive 
Economic Partnership Agreement meanwhile the Finance Minister announced that 
tariffs will be placed on 1000+ imported items.

• President Jokowi directed the state-owned oil company Pertamina to buy all local oil 
production to preserve foreign exchange even though it may not have the refining and 
storage capacity and the policy could violate existing contracts.

• Bank Indonesia intervened mightily in the last few days to slow the skid of the rupiah.
• Bulog will import up to 2 million tons of rice; an affordable rice price is key to social 

stability and worth giving up precious foreign exchange.  
• The government is forcing a greater use of locally produced biodiesel. 
• Indonesia continues to shoulder its state-owned enterprises with debt as it subsidizes 

gasoline and electric prices, purchases shares of foreign owned mining companies, and 
prepares to take over mature oil and gas fields from foreign contractors.

• The Trade Minister linked purchases of Airbus and Boeing aircraft to building biodiesel 
factories in the EU and the US. 

These moves may help on the margins but in the face of a stronger dollar and what seems 
to be a growing herd mentality to either sell emerging market assets, or at least hold off 
on buying them until trade wars and other economic allergies subside, they may not be 
enough.  It won’t help that traditionally Indonesian companies hold dollars-- often in off-
shore accounts- rather than exchange them fearing further depreciation. 

Even though I am skeptical of some of the overly interventionist policies I admire not 
just Indonesia’s confidence but also its reserve. It knows its fundamentals remain attrac-
tive and that buyers will come back in.  Unlike Turkey’s Erdogan, President Jokowi is not 
blaming currency depreciation on the US and President Trump, foreign banks, or “the evil 
of interest rates”.  He is focused on the right things.  “There are only two key [things] – 
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1968

The Soviet Union condemned a 
communist uprising in East Java 
(thwarted by the military) as an-
other example of Mao Tse-tung’s 
“failed theory” of armed revolution-
ary struggle. 
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v Economy and Business:
• # 2 AIIB Funds Recipient: Indonesia

 The Asian Infrastructure Investment Bank said in a statement 
on Tuesday (28/08) that its board of directors had approved a 
$691.5 million loan to the Indonesian government to fund four 
infrastructure projects. Indonesia has so far received 13 percent 
of the total lending of $5.34 billion the AIIB has agreed to pro-
vide to its 87 member countries, making it the second-largest 
recipient of funding from the Beijing-headquartered multilateral 
development bank after China.

• Another Rate Hike
Indonesia’s central bank on Wednesday (8/15) raised its bench-
mark interest rate for the fourth time since mid-May, unleash-
ing new firepower to defend a rupiah currency under renewed 
pressure as Turkey’s financial crisis ripples across emerging 
markets. Bank Indonesia (BI) raised its seven-day reverse 
repurchase rate by 25 basis points to 5.50 percent, as expected 
by 7 of 19 economists in a Reuters poll, giving the rupiah an 
immediate leg-up.  “The reason for the rate hike is to maintain 
the attractiveness of our domestic financial market, in that we 
want yields ... to remain attractive despite rising risk premiums 
and that could trigger inflows,” BI governor Perry Warjiyo told a 
news conference. (Reuters)

• Bintang Beer Heads to America

From left, Achmad Sigit Dwiwahjono, acting director general of 
agro-industry at the Ministry of Industry, Multi Bintang Indo-
nesia president commissioner Cosmas Batubara and Rosemary 
Gallant, senior commercial officer at the US Embassy. (Photo 
courtesy of Multi Bintang Indonesia).

Multi Bintang Indonesia, the country’s largest brewer, has start-
ed exports of its flagship product – Bintang Beer – to the United 

States as part of ongoing 
efforts to increase demand 
and expand its market.  
The shipment, which de-
parted from Tanjung Priok 
Port in North Jakarta on 
Monday (13/08), marks a 
new milestone in the com-
pany’s efforts to expand its 
global reach, after sending 
its first shipment of beer to 

South Korea in May. Bintang is a local version of Heineken. 

• No Rice Self-Sufficiency
Indonesia may import 2 million tons of rice this year, falling 
short of fulfilling President Jokowi’s 2014 presidential campaign 
promise of rice self-sufficiency.  Since 2015, Indonesia has im-
ported 3.35 million tons of rice. This year the imports are going 
to be increased, as severe droughts are expected to disrupt 
harvests. Last week, the Ministry of Trade issued a permit for 
the national procurement agency, Bulog, to import 1 million 
tons of medium quality rice for the second half of the year. The 
year’s total rice imports would then become 2 million tons, the 

highest since 2011.

• New Pertamina CEO
Nicke Widyawati was appointed the new chief executive of 
Pertamina and a former BP executive, Dharmawan Samsu was 
picked to be a new upstream director amid pressure on the 
state-owned oil company to curb imports, boost refining capac-
ity and biodiesel use.  Nicke became the company’s acting chief 
executive in April after Elia Massa Manik was fired, following 
repeated clashes with the government over fuel price controls, 
his handling of an oil spill and failing to meet mandates on fuel 
sales.  Nicke, a former human resources director at the compa-
ny, is the third chief executive at Pertamina in just three years.  
“There are three mandates from the government — reduce 
imports, start development of refineries and implement the B20 
biodiesel project,” Nicke told reporters at a press conference at 
the State-Owned Enterprises Ministry after her appointment by 
Indonesian President Joko “Jokowi” Widodo.

• Islamic Convenience Stores Expand
Islamic convenience store chain 212 Mart has opened 192 
branches since its May 2017 establishment, according to the 
212 Islamic Cooperative that founded the chain store.   “Of 
192 stores, 108 are in Greater Jakarta. The rest are in other 
regions,”  its Executive Director Ahmad Juwaini said as quoted 
by kompas.com. He added that, due to the cooperative’s ad-
herence to the sharia principles of Islamic finance, 212 Mart did 
not have individual partners.  “We do not work with individual 
partners. One cooperative has to have at least 100 members,” 
Ahmad said, and that partner cooperatives of 212 Mart must be 
actively involved in the daily management of its stores, includ-
ing purchasing goods from cooperatives.  “Every store also 
must reserve 20 percent of its shelf space for products made 
by small and medium enterprises [SMEs],” he said. The country 
has been seeing growth in Islamic convenience stores that tap 
into Muslim consumers’ demand for halal products and aspira-
tions for a “Muslim economy”.  The “212” brand name refers to 
the 12/2/2016 protests when close to a million people hundreds 
held a rally in Jakarta to demand the removal of then-Jakarta 
governor Basuki “Ahok” Tjahaja Purnama, a Chinese-Indonesian 
of the Christian faith, on allegations of a blasphemous reference 
he made to a Quranic passage. Ahok was convicted the follow-
ing year for blasphemy against Islam.

• Rating Maintained
International credit rating agency Fitch Ratings has maintained 
Indonesia’s long-term sovereign debt rating at “BBB,” or a notch 
above investment grade, with a stable outlook, on the back of 
the country’s economic resilience to global challenges. The de-
cision is supported by a low government debt burden and good 
economic growth prospects that counterbalance external chal-
lenges stemming from high dependence on external financing 
and structural indicators that are still weaker than the country’s 
peers.  “Indonesia’s external finances are stronger than during 
the 2013 ‘taper tantrum,’ resulting from a disciplined monetary 
policy stance in the past few years and macro-prudential mea-
sures that have helped curb a sharp rise in corporate external 
debt,” Fitch said in a statement. (Jakarta Globe)

investments must continue to increase and exports must also increase so [we] can resolve the current account deficit”, Jokowi said 
recently.   In light of this statement perhaps the President should consider shifting the burden of investing tens of billions in the 
shares as well as the ongoing operations of oil fields and mines away from state owned enterprises. Indonesia can save its precious 
foreign exchange by letting the private sector make these investments.   He could remove other barriers to direct foreign invest-
ment and begin a serious reform of the often corrupt judicial system. Lifted by its amazing performance in the Asian Games, the 
privilege of hosting this year’s World Bank/IMF meetings and a future Olympics, would national pride really suffer ?

(This commentary is solely the author’s and does not necessarily reflect the views of the American Indonesian Chamber of Com-
merce of its members.)
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v Foreign Affairs/US Indonesia Relations:
• Indonesia Buys C 130’s

Indonesia has confirmed a plan to buy Hercules C-130 transport 
planes from the United States while also getting waiver from US 
sanctions to purchase Russian Su-35 fighter jets.  “In future, 
Indonesia plans to buy several primary weaponry systems, 
including Hercules C-130 planes, and other heavy-duty trans-
port planes from the US,” Indonesian Defense Minister Ryami-
zard Ryacudu said, while paying a courtesy call last month on 
US Secretary of Defense James Mattis in Washington DC, on 
Antara news reported.  In the long run, Indonesia is commit-
ted to gradually improving its primary weaponry systems on a 
self-reliant basis and under a partnership scheme with friendly 
countries, Ryacudu stated. (Defense World.net)

• Aircraft and Biofuel
Indonesia has asked for its companies to be allowed to build 
palm oil jet fuel plants in the United States and France as a 
condition for its airlines to buy Boeing and Airbus planes, Trade 
Minister Enggartiasto Lukita said. This marks the latest effort 
by the world’s biggest palm oil producer to find ways to help 
mop up output of the tropical oil, its second-largest export, that 
is increasingly unwelcome in the European Union and United 
States given environmental and competitive concerns. EU nego-
tiators agreed in June to phase out use of palm oil in transport 
fuels from 2030 due to concerns over high indirect greenhouse 
gas emissions, while the United States placed an anti-dumping 
tariff of up to 341 percent on Indonesian biodiesels in April. 

Enggartiasto told reporters on Monday (20/08) that he had 
conveyed the country’s palm oil fuel plant requirement for jet 
purchases to the US secretary of commerce during a visit to 
Washington in late July. “We have asked that Indonesian com-
panies be allowed to produce jet biofuel in the US,” he said.
(Jakarta Globe)

• New Australian PM to Jakarta for Comprehen-
sive Economic Partnership
“Indonesia has the honor of being the first country visited by 
the prime minister. This can be interpreted as a strong commit-
ment by the Australian prime minister to build strong relations,” 
Jokowi told a joint news conference.  Morrison said the neigh-
bors were already close partners in the security field, “but it 
is the economic relationship where we have committed today 
to take another big step.” He said negotiations on the Indone-
sia-Australia Comprehensive Economic Partnership (IA-CEPA) 
had been successfully concluded and the accord should be 
signed by the end of the year.

The two countries have been in prolonged trade talks since 
early in the decade, with diplomatic tensions between the two 
sides occasionally stalling the negotiations.  Although Indonesia 
is Southeast Asia’s largest economy and Australia the 13th larg-
est in the world, their trading relationship is limited and neither 
count the other as a top partner.  (Jakarta Globe)

v Social/Culture/Education:
• Indonesia a Big Winner at Asian Games

Indonesia had its best result ever in an Asian Games this year 
with a total of 31 gold, 24 silver and 43 bronze medals. In the 
previous games it had reached only 16 golds.  This year’s total 
was also due to the inclusion of pencak silat (martial arts orig-
inating in Indonesia) as a new sport.   The men’s 4 X 400 won 
gold with a time that put them in striking distance of Olympic 
top 10 times. 

President 
Joko “Joko-
wi” Widodo 
joined the 
leader of the 
opposition, 
Prabowo 
Subianto, and 
other prom-
inent figures 
to watch 
the 2018 
Asian Games 

pencak silat final and embraced each other as well as one of the 
gold medalists in a memorable photo. 

• Indonesia to Bid for 2032 Olympics
Indonesia will bid for the 2032 Olympics, following its successful 
hosting of the 2018 Asian Games and rising confidence in the 
world’s fourth most populous nation in organizing international 
multisport events.

President Joko “Jokowi” Widodo made the announcement after 
a meeting with International Olympic Committee president 
Thomas Bach and Olympic Council of Asia president Sheikh 
Ahmed Al-Fahad Al-Sabah at the Presidential Palace in Bogor, 
West Java, on Saturday (01/09).

“With the experience we have in hosting the 2018 Asian Games, 
we are confident Indonesia can also host a bigger event ... In-
donesia plans to propose itself as a host candidate for the 2032 
Olympics,” Jokowi said in a statement.

v Politics, Law and Security: 
• Loudspeaker Volume Complaint Is Blasphemy

Indonesia’s blasphemy law continues to lead to controversial 
judgments as in the case of Meiliana, 44 who was found guilty 
of blasphemy for saying that the Islamic call to prayer coming 
from a mosque near her home was too loud and that it hurt her 
ears, when she asked for the volume to be turned down.  She 
is a Buddhist residing in Tanjung Balai, North Sumatra.  Her 
cause received support recently from the nation’s largest Mus-
lim social organization, Nahdlatul Ulam whose executive board 

said complaints about the volume of a mosque’s loudspeakers 
should not be considered blasphemy, after the Medan District 
Court in North Sumatra sentenced Meiliana,  an Indonesian 
woman of Chinese descent to 18 months in prison for insult-
ing Islam. “I don’t think a complaint about the volume of a 
mosque’s speakers is an expression of hate or hostility towards 
a certain group or religion,” Robikin Emhas, the board’s head 
of legal affairs and human rights, said in a statement on 8/21 
reported by state-run news agency Antara.
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